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Welcome to 2021 issue 51 of Weekly Alert covering technical development
in taxation around the globe.

TAX - International ’

1. ATO finalised R&D tax offset guidance

On 23 December 2021, the Australian Tax Office (“ATO”) clarified their guidance on R&D Tax Incentive
(“Tax Incentive”) with the release of the finalised Ruling on the application of the ‘at risk’ rule and a
Determination on notional deductions for R&D activities subsidised by JobKeeper payments.

The Tax Incentive is designed to encourage more companies to engage in R&D. It allows companies to
claim a tax offset for eligible R&D expenditure via their annual company income tax return. Smaller
companies may claim the R&D tax incentive as a refundable tax offset.

However, claims for R&D tax offsets may be denied or reduced where the R&D expenditure does not
satisfy the ‘at-risk’ rule. In addition, the Ruling clarifies when an R&D entity would trigger the “at-risk’
rule and cannot notionally deduct all or part of its wage expenditure for having received a JobKeeper
payment. Expenditure incurs on R&D activities that cannot be notionally deducted does not give rise to
an R&D tax offset.

R&D tax offset guidance finalised
https://www.ato.gov.au/Business/Business-bulletins-newsroom/General/R-D-tax-offset-quidance-
finalised/

2. The ATO updated the approach in determining tax residency status in Australia for foreign
incorporated companies

On 17 December 2021, the ATO published updates on residency criteria for Australian tax purposes
relating to different types of taxpayers, including:

Sole traders and ordinary partnerships

Companies

COVID-19 effects on foreign incorporated companies
Corporate limited partnerships

Trusts.
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https://www.ato.gov.au/Business/Business-bulletins-newsroom/General/R-D-tax-offset-guidance-finalised/
https://www.ato.gov.au/Business/Business-bulletins-newsroom/General/R-D-tax-offset-guidance-finalised/

In particular, the ATO announced updates on the following measures related to the effects of COVID-19:

- Extended transitional period for foreign-incorporated companies with respect to central management
and control test of residency; and

- Expiration of special approach for determining the existence of permanent establishment in Australia
for foreign-incorporate companies.

Working out your residency
https://www.ato.gov.au/Business/International-tax-for-business/\Working-out-your-residency/

3. Pillar Two model rules for domestic implementation released

On 20 December 2021, the OECD published detailed rules to assist in the implementation of a landmark
reform to the international tax system, which will ensure multinational enterprises (“MNEs”) will be
subject to a minimum 15% tax rate from 2023.

The new Pillar Two model rules will assist countries in bringing the so-called Global Anti-Base Erosion
rules into domestic legislation in 2022. They also address the treatment of acquisitions and disposals of
group members and include specific rules to deal with particular holding structures and tax neutrality
regimes. Finally, the rules address administrative aspects, including information filing requirements, and
provide transitional rules for MNEs that become subject to the global minimum tax.

The full text of the model rules, including an overview, FAQs, and fact sheets on the application of the
rules, are available on https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-
the-economy-global-anti-base-erosion-model-rules-pillar-two.htm.

OECD releases Pillar Two model rules for domestic implementation of 15% global minimum tax
https://www.oecd.org/tax/oecd-releases-pillar-two-model-rules-for-domestic-implementation-of-15-
percent-global-minimum-tax.htm

THE POWER OF BEING UNDERSTOOD Rs DA
AUDIT | TAX | CONSULTING


https://www.ato.gov.au/Business/International-tax-for-business/Working-out-your-residency/
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two.htm
https://www.oecd.org/tax/beps/tax-challenges-arising-from-the-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two.htm
https://www.oecd.org/tax/oecd-releases-pillar-two-model-rules-for-domestic-implementation-of-15-percent-global-minimum-tax.htm
https://www.oecd.org/tax/oecd-releases-pillar-two-model-rules-for-domestic-implementation-of-15-percent-global-minimum-tax.htm

RSM Tax Advisory (Hong Kong) Limited

RSM Hong Kong’s dedicated and experienced tax specialists can:

Advise on tax efficient holding and operational structures for new cross-border investment, including the
formation of Hong Kong and Chinese business entities.

Review existing cross-border investment structures, advise on identified deficiencies, quantify any potential
exposure from such deficiencies, and further advise on restructuring approach and procedures.

Assist clients to discuss and clarify matters with tax officials, including transfer pricing and advance rulings.
Act as client representative in tax audits and tax investigations.

Provide transaction support services on mergers and acquisitions, including tax due diligence, deal structure
advice, tax health checks, related human resources arrangements and other tax compliance and consultation
services.

Provide tax expert witness services at Courts.

Act as tax advisor on transfer pricing and tax compliance reviews for [PO applications.

Advise on human resources and structuring employment arrangements in a tax-efficient manner,
Advise on tax equalization schemes.

Provide tax compliance services for individual and corporate clients in Hong Kong and China,

The aim of Weekly Alert is to alert readers to recent developments. The information is general in nature and it is
not to be taken as a substitute for specific advice. RSM Hong Kong accepts no responsibility for any loss that
occurs to any party who acts on information contained herein without further consultation with us.  If you have
any comments or require further information please contact:

Mr. Eric Chen Mr. Samuel Chan Ms. Lilian Poon Mr. Patrick Ho

T +852 2583 1259 T +852 2583 1242 T +852 2583 1241 T +852 2583 1258

E ericchen@rsmhk.com E samuelchan@rsmhk.com E lilianpoon@rsmhk.com E patrickho@rsmhk.com
Mr. Caesar Wong Ms. Catherine Tsang Ms. Joanna Lee Mr. Alan Chow

T +852 2508 2851 T +852 2583 1256 T +852 2583 1317 T +852 2583 1378

E caesarwong@rsmhk.com E catherinetsang@rsmhk.com E joannalee@rsmhk.com E alanchow@rsmhk.com
Ms. Catherine Wong Ms. Shirley Lo

T +852 2583 1396 T +852 2583 1211

E catherinewong@rsmhk.com E shirleylo@rsmhk.com

RSM Tax Advisory (Hong Kong) Limited

29th Floor, Lee Garden Two
28 Yun Ping Road
Causeway Bay, Hong Kong

T:+852 2598 5123
F: +852 2598 7230
E: solutions@rsmhk.com

rsm.global/hongkong

RSM Tax Advisory (Hong Kong) Limited is a member of the RSM network and trades as RSM. RSM is the
trading name used by the members of the RSM network.

Each member of the RSM network is an independent accounting and consulting firm, each of which practices
in its own right. The RSM network is not itself a separate legal entity of any description in any jurisdiction.

The RSM network is administered by RSM International Limited, a company registered in England and Wales
(company number 4040598) whose registered office is at 50 Cannon Street, London EC4N 6]].

The brand and trademark RSM and other intellectual property rights used by members of the network are
owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of
Switzerland whose seat is in Zug.

© RSM International Association, 2021
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